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as for instance, in the following passage, where, after describing 
the solitary dwelling of a merchant at Havesund, he exclaims, 

< D ,. ead f u l placi to live at! The only attraction in those abodes is 

r , • J t ] ie love of gain. The nearer one approaches the North 

^f’thfj:: 'ZZ stems to frown ; .vegetation die, and leaves 
behind it nothing but naked rocks. — • ol. u. p. 1 10. 

We must, however, except from the general censure which we 
have been obliged to pass on the style of our author s reflections, 
the following very fine passage, describing the feelings with which 
Le smweyed S the scenery of the North Cape, where he arrived ex- 
actly at midnight. 

< Here every thing is solitary, every thing is sterile, every thing sad 

and despondent. The shadowy forest no longer adorns the brow ot the 
mouf Jn The singing of the birds, which enlivened even the woods of 
Sand”' is no long! r heard in this scene of desolation 1 he ruggedness 
of the dark grey lock is not covered by a single shrub. Hie only 
music is the hoarse murmuring of the waves, S ver and anon renewing 
their assaults on the huge masses that oppose them. The noi them sun, 
creeping at midnight, at the distance of five diameters, along the hon- 
zon P and the immeasurable ocean in apparent contact with the skies, 
form the grand outlines in the sublime picture presented to the ast - 
rished spectator. The incessant cares and pursuits of anxious mortals, 
are recollected as a dream; the various forms and energies of ani- 
mated nature are forgotten; the earth is ( "P^ ed 
ments, and as constituting a part of the solar system. — Vo . . p. 

This is, at once, fine and bold ; we believe it to be also a just 
painting of scenerv, and a natural transcript of sentiment. 

Pa The travels conclude with a brief account of the gurney home- 
wards to Uleaborg. Upon the whole, we have little °^ ect ^ t0 
that part of the narrative which properly belongs to Ac i 
himself; for it is now fair to observe, that we bv no meai * 
lieve him to be the author of the work, as it appears before the 
English public. We can discover, in various parts, enois and 
inaccuracies, which are to be accounted for only 
sition, that the traveller has done little more than furnish the ma 
terials for these volumes ; and that he has been ^umte 
choice of a redactor. The errors m the orthography ot many pro 
per names - the silliness of various reflections-the 
many anecdotes and jests (considering that the book ‘ J 

a father, as a specimen of his son’s improvement)- tlv jounce 
of local circumstances in various trifling particulais, wl , 

ever, the traveller himself must have known, as in the note ot 
p. 8. Vol. 1— these, and other considerations, induce m to d 

ride the censures we have bestowed, between Mr. Acerbi and his 
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editor, whose name does not appear. At the same time, we must 
expiess our unqualified disapprobation of the practice, now so 
prevalent among travellers, of devolving upon professed authors 
the important task of speaking for them to the public ; a practice 
destructive of accurate description, not very favourable to fidelity 
of narration, and a together inimical to the interest with which 
we delight to read the accounts, however unpolished, of actors 
and eye-witnesses. We had almost forgotten to mention the 
doggrei English rhymes, with which the editor, taking advantage 
of Mi. Acerbi s ignorance of the language, has thought proper to 
fil his pages. Nothing m the name of verse was ever presented 
with fewer pretensions to merit of any kind. 

Besides the travels, the volumes now before us contain a trea- 
tise on Lapland, drawn up, chiefly from the account published 
y the missionary, Leems, in 1767, Danish and Latin. Indeed 
with the exception of a little jesting, at the missionary’s expence! 
and some additional remarks, chiefly on the natural history of the 
country, this treatise is a translation from Leems. It occupies 
the greater part of die second volume, and follows the original, 
section by section. This is the less necessary, since that work is 
. y no mcans so rare as Mr. Acerbi supposes : We believe there 
is scarcely a library in Europe without a copy of it. 

lhe plates, which accompany Mr. Acerbi’s travels, are in ge- 
neral good ; the winter scene in Stockholm, and the two views 
m the woods of Finland, strike us as the best. The map prefixed 
to vol. 11 is very indifferent. The entry upon the gulf ofBothnia, 
at Gnslehamn, is wretched ; and the Finlandish bath has nothing 
o lecominetu it, but the naked accuracy of the representation, 
lhe figures of the insects, in vol. ii. are excellent. 

l he work concludes with specimens of Finnish and Norwegian 
music, and our author’s Itinerary. 6 



Art. XXV.— An Inquiry into the Nature and Effects of the Paper 
Credit of Great Britain. By Henry Thornton, Esq. M. P. 
London, 1802. pp. 320. 

f |M HE progress of commercial philosophy has been much accele- 
JL rated by the writings of practical men of business . In that, as 
well as in the other departments of civil knowledge, it is only from w 
' y. e a< d u;l course affairs that the statesman can derive his maxims 
o po icy, 01 the speculative inquirer deduce the conclusions of his 
science ; but the habits of both are incompatible with a personal 
knowledge of detail. It is necessary that the labour of accurnu- 
Uing particular facts should be separated from the more liberal 

task 
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Aimitc accuracy of others, with descriptions in which they may 
ZZl if Enghnd, Which is the native country of pohucai 
economy the works contributed by professional men, loim a 
large deposit' of authenticated facts. For these we are pri- 
marily indebted to that diffused literature, which multiplies the 
Si f« varied information, »d has a ready 

ESlSSSveU suggested by such occa- 

IhSS™ bf the 'great' machine, in which the derangement » 
that quarter oi me g ; n this manner , that every 

pS of d, h has “nfritoted in some degree to alleviate sub- 

SS, of scarcity * 

rS&^orykonrfoteign coerce mbew-, 
wdd poS that raged about 

romnensated by the more distinct knowledge, whicli tticy uu 
3y Slil, with respect to the bounds of 
venture It was in a similar manner, from the embarrassments 
occasioned in the reign of King W iliian* '^r#»rof 
the coin, that our politicians first derived a clear and steady ngn 
on the !uSVct of metallic circulation. And tire operations of 

SS»S S SSk1f L Ehgl»d pi'c’ed thri copious 
information, which, in various forms, has been commumcated to 

‘ h O P fdHi.e publications, which that 

sioned, the most valuable unquestionbly is this «r. rhornton 
With no ostentatious professions, and with no admixt^ 
perfluous matter, it contains the larger, poi 1 e ither 

, ion that has for a long time been offered to who, 

for the pleasures of speculation, or with a view ® ^lic “fe are 
engaged in the researches of public economy. Lhtin tuwtion, 
however, that may be derived from t re wor _ S o little 

tained by a cursory or passive perusal, lhe au 1 ntly 
management in the that his 
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reader must undertake the trouble of reducing these to a more 

sr dSS^ £n subjcct 5 

are not to be trusted with the Lnc confide^o wMch^s’if 
forrnauon is entitled : for, if examined with care, they will some! 
.mes be found defective : nor can it excite any surprhe tha^The 
same opportunities, by which a person has been emTnendy in- 
structed in the facts of such a subject, should have p^ed unfa 
vouiable to those speculative habits, which exercise the powers of 
female and comprehensive inference. At the same time from 
u; own experience, we may caution the reader of Mr. Thornton 
that he should not too hastily consider as an erroneous deduction’ 
what he may find to be only the confused statement of a iust ar’ 
gument for the work indicates, throughout?™ author un' 
practised m composnion. In most of the details separately taken' 
there is that degree of perspicuity and ease, whicl? shev/him to’ 
aye been fully possessed of the subject ; though he rarely atoins 
piecision and distinctness of expression But- il-t* • ^ r 

bei„ g uoskilfu% , mnge 5x°w „?^, e rs sr 

and we can never seize a full view of the plan. So imperfectly’ 
is the order of investigation defined, that sometimes an inauirv 
3 ? 1 ^ latUr f y anticipated, sometimes inconveniently postponed^ 

h r been fre< l uent] y unstrained by &2EE£* 

"nt Dkces 13 'T r?' t0 rSpeat the same disquisition in differ- 
ent places. These defects appear to have arisen, in some mea 

sure, from his haying varied his design, after he was engaged in 

ie execution of the work j for he tells us that his first intention 

was merely to expose some popular errors which related chieflv to 

yjr srti ?**fi th r E "e“ wi,o£ 

It is to be regretted that it did not receive in every resoect the 

»nk , M „ a subordinate digression, faSR » 'suffid' 2 

Xok^fi’Im oS^T Wlth U10r A f neral in T uiries through the 
whole turn of the discourse. Adhering to this distinction, we 

shall 
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shall attempt an abstract of its principal contents ; : and that we 
may observe an order, which will both, afford a clear view of his 
doctrine, and admit of such remarks being introduced as we 
think necessary, we shall consider, first. The pnncples which 
he has adopted on the general theory of paper credit . secondly. 
His account of that system of credit and of paper-money whiui 
is established in this country : thirdly , His explanation of tlyi dif- 
ficulties to which the Bank of England was subjected m 17!) t : 
and, fourthly. His opinion with regard to the influence of oui 
present paper currency upon the present state of prices. 

I. Although some general truths, respecting the operations of 

paper-money, have been ascertained, the analysis ot that very in- 
tricate subject is far from being complete. Even the fundamental 
orinciples are still involved in some degree of obscurity, and wri- 
ters of equal authority have thus been led to vary in many of 
their deductions. It may be useful, therefore, to present a full 
view of the opinions, which are professed by Mr. Thornton. In 
this, we shall not entirely confine ourselves to the three prelimi- 
nary chapters, in which he has attempted to arrange his general 
doctrine •, because several of the most important principles are 
not developed in that sketch, but receive an incidental explana- 
tion in the course of his subsequent reasonings. 

1 The origin, and the solid foundation of every system of 
paper-monev, Mr. Thornton has correctly placed in that credit, 
which subsists among commercial men with regard to their mer- 
cantile transactions. By this mutual trust, they are brought 
under pecuniary engagements to each other ; and it is the ex- 
pression of these engagements in writing, that creates the lirst 
and largest portion of circulating paper. By reducing them to 
a written form, the insecurity, that attends verbal obligations, 
is avoided bv the creditor ; and an advantage is obtained, on the 
other hand, by the debtor, in having that confidence, which is 
entertained both of his funds and of his prudence, expressed in 
a regular and transmissible document. Promissory notes and 
bills of exchange, as such documents have been called, were 
soon discovered to be susceptible of a more extended use, tlwi 
that of recovering debts to the original creditor. I- hey admit- 
ted, like other instruments of debt, and more easily than most 
others, of being transferred ; and, in consequence of t n • .uii.i) , 
they came gradually to circulate as a representative or value, that 
is, as an effective medium of exchange, in almost all payments 
of a large amount. After their utility in this function had 
been ascertained, it was an obvious improvement to adapt them 
by a small change of their form, to those ordinary payments 
in which the precious metals had always been employed; 

and to substitute, by this simple contrivance, a very cheap m- 
J strument 
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strument of commerce, in the place of a very expensive one 
ihe promissory notes of bankers, which are payable on demand" 
have accordingly for a longtime past performed, in this country 5 
the ordinary purposes of exchange in almost all transactions of a 
small amount, as well as in settling the small balances of laro-er 
transactions. b 

. ^^description of circulating paper differs, in one material 
circumstance, from the opinion of Mr. Boyd, who, in his recent 
publication, has expressly denied that bills of exchange, or any 
other negotiable paper form a part of the circulating medium. 

" latter (Mr. Boyd has said), is the circulator; the former 
ai e merely objects, of circulation. 5 This verbal antithesis it 
may be remarked, is calculated to suggest a very erroneous prin- 
ciple ; tor, even in theory, no definite boundary can be marked 
between the circulating medium, whether paper or metallic and 
tne commodities of which it facilitates the exchange. The* lan- 
guage of Mr. Thornton is more consistent with a just view of the 
subject. All negotiable paper is, by its form, the representative 
of value ; and is therefore qualified, more or less perfectly, ac- 
cording to its varieties of form, to serve the purposes of money 
It is convertible into cash, and on the faith of this convertibility 
.it passes immediately as cash. The precious metals themselves do 
not pass as money, except on the faith of their convertibility into 
commodities.. Paper money, in one form, may circulate less 
quickly, than in another, and may not be so readily convertible in- 
to specie ; but its essential character is the same. Not to men- 
tion those bills drawn upon London, by which all the great pay- 
ments of our foreign and domestic commerce are effected ; a vast 
number of smaller bills circulate among the traders of the coun- 
try, who successively indorse them to each other. While 
some of these are from day to day withdrawn, they are con- 
tinually replaced by others; and the average number of such 
bills, floating in the general market at once, forms unques- 
tionably a portion of the circulating medium. By omitting 
them, we should leave ourselves a very imperfect idea of the 
extent, the operations, and the consequences of our paper 
system. r 1 

2. In common with all other writers, Mr. Thornton appears 
to admit that the convertibility of paper into specie is the basis, 
upon which that system must be founded. He is not indeed 
quite explicit ; and there is much reason to regret, that he has 
not been at more pains to elucidate this principle, and the limi- 
tations with which the statement of it may be qualified. That 
the immediate convertibility of paper into gold is an indispensa- 
ble condition of its credit, as we are taught by the language of 
system, has been disproved by the recent history of the Bank of 
England ; which has happily quieted the apprehensions, to which 

our 
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olir best informed politicians yielded on account of the event 
of 1797. The maintenance of credit during a short interval or 
suspended payments, was a case, indeed, which might have been 
foreseen from theory, and was not wholly unknown to our pre- 
vious experience. But that a restriction of this kind should have 
been continued for more than five years, without any deprecia- 
tion of the paper from a failure of confidence, is a tact which has 
falsified all reasonable prediction, and forms an exception to the 
most confident maxims of all former economists. It is incum- 
bent on us, therefore, to consider how far we are required to li- 
mit, by the result of this experiment, a principle which had been 
generalised prematurely. In this, we receive slight assistance 
from Mr. Thornton *. 

The convertibility of paper into specie, without delay and 
without loss, may be necessary in two respects : to maintain the 
credit of the paper, by precluding that depreciation which pro- 
ceeds from a failure of confidence ; and to preserve the value ot 
the paper from that depreciation, which originates m an excess 
of circulating medium. The necessity' of immediate access to 
o-old, for the credit of paper, may be. superseded, it appears, 
by a full persuasion on the part of the public, that the paper is 
secured by ample funds. But this can have no effect m restrict- 
ing the quantity, which is, on the contrary, encouraged by this 
very confidence of the public. Mr. Thornton, accordingly, ex- 
presses his opinion, that gold coin is the standard by which the 
value of all paper money must be regulated; and that, in order 
to maintain an uniformity between them, there should always 
be a considerable fund of bullion in the country, and a certain 
degree of interchange of the paper for precious com. I his prin- 
ciple is so implicated with all the investigations of his treatise, and 
is of itself so important, that we are sorry he did not think ot il- 
lustrating it more fully, and of reducing it, if possible, to more 

specific terms. . 

3. He has explained, however, with great clearness, another 
part of the theory of money ; the different effects of a quick or a 
slow circulation. Such of our readers, as have attended to the 
historv of opinions, in political science, will recollect that a con- 
sideration, which now seems quite obvious, was long overlooked 
by the most acute and profound inquirers. Montesquieu ant 
Hume fell into several mistakes, from not adverting to the degree _ 
in which the representative power of money is augmented, by 
a more rapid transmission; and although the principle maybe 
alluded to, in a few passages of Smith’s work, he appears to 
have been unaware of its extent. We doubt if even the writers, 
VOL. i. no. i. M 
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by whom it has been more recently urged, have traced all the ef- 
fects of its operations. 

The quantity of money, necessary for f erforming a certain 
number of exchanges in a certain time, may be considered as 
nearly in the inverse ratio of its velocity of circulation. What- 
ever, therefore, tends to accelerate the general rate, contributes, 
so long as the number of exchanges remains unaugmented, to 
economise the necessary quantity. And if, by the operation of 
any cause, its movement be retarded, the want of an additional 
quantity will be felt. From the same proposition it likewise 
follows, that, if one kind of money is susceptible of a more ra- 
pid cn cuiation than another, a smaller quantity will be required 
of the former than of the latter, to carry on a given number of 
exchanges in a given time. 

Mr. Thornton has justly observed *, that, in a commercial 
country, whatever the circulating medium consists of, it is apt 
to vary in its rate of circulation. A high and prosperous state 
of mercantile confidence quickens it ; and it is apt to be retard- 
ed during the intervals of distrust and alarm. Every merchant, 
who lies under pecuniary engagements, must not only arrange 
the punctual fulfilment of these, but must reserve a farther pro- 
vision against contingencies. During an interval of. alarm, he 
of course makes this reserve rather greater than in ordinary times ; 
and at a period of great confidence he ventures to keep it rather 
less. We shall perceive, in the sequel, what application Mr. 
Thornton has made of these deductions. 

He has likewise observed f , with regard to paper money in 
particular, that some kinds of paper circulate more slowly than 
others, bills of exchange, for example, bear interest, and become 
daily more valuable to the holder, bank notes, on the contrary, 
like guineas, occasion a daily loss to the possessor, because no in- 
terest accrues. There is thus a reason for detaining the one, and 
for parting with the other as soon as possible. Commercial peo- 
ple will endeavour to keep the necessary provision for future pay- 
ments, rather in bills, than in bank notes. 

4. The most important, perhaps, of all questions respecting 
the operations ol paper money, relates to its effect upon the 
price of commodities. Mr. Thornton admits, in the most explicit 
manner, that, in this part iculaiy there is no difference between 
a currency of paper and one. consisting of the previous metals; 
and that in both cases, » I the quantity of circulating medium is 
permanently augmented, without a corresponding augmentation' 
of internal trade, a rise will unavoidably take place in the price 
of exchangeable articles. Indeed this is a principle upon which 

all 
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all the writers on commerce, both practical and speculative, are 
agreed : they have thought it so undeniable, as to require no 
particular illustration; and have rather assumed it as an obvious 
truth than as a proposition which depended on inference, yn 
this idea, is founded Mr. Hume’s well-known argument against 
banks; and it is equally implied in Smith’s satisfactory confuta- 
tion of that objection : it forms the foundation of those presump- 
tions, from which Mr. Boyd has lately inferred an improper in- 
crease of Bank of England paper ; and it is implicitly admitted 
likewise by Mr. Thornton, one great object of whose book is t Q 
persuade the public that there has been no such increase. 

Dr. Smith, our readers will recollect, has refuted Mr. Hume, 
notion, that paper money raises prices, by referring to what lie 
considers as a general fact in the theory of circulation ; that 
every addition of paper to the currency displaces an equivalent 
quantity of gold. From different parts of Mr. 1 hornton s work 
a few remarks may be collected, which place this principle in a 
more correct point of view. The language in which Smith has 
described the displacement of gold, is not calculated to convey a 
very distinct conception of the manner in which it really takes 
place. The quantity of goods in the market (he says) being 
precisely the same after the paper is issued as before, the same 
quantity of money will be sufficient to circulate them *, the chan- 
nel of circulation remaining precisely the same, whatever is 
poured into it beyond the sum that is sufficient to fill it, cannot 
run in it, but must overflow : the sum that overflows is too 
valuable to lie unemployed at home : it will, therefore, be sent 
abroad, and as the paper cannot go abroad, the gold will be 
exported *. If this statement be literally understood, it involves 
a statement which is contrary to historical fact ; for, by what 
process did the discovery of the American mines operate upon 
prices, except by causing a much greater quantity o. money to 
run in the channel of circulation, than had previously been sut- 
ficient to circulate the same quantity of goods ? Mr. Thornton, 
lias justly remarked, that the channel of circulation can never be 
said to be full, because employment is still afforded to a laigei 
quantity of circulating medium by means of an advanced pi ice 
of goods. ‘ This advanced price of goods is the same thing as 
a reduced price of coin ; the coin, therefore, in consequence oi 
its reduced price, is carried out of the country for the sake oi 
obtaining for it a better market f.’ Thus the immediate effect 
of an addition to the paper currency is a rise of prices, which 
leads to an exportation of gold. The gold is not immediately 
displaced, because the circulating medium admits of no aug« 
1 jyj 2 mentation ; 
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mentation ; nor thrown out of the channel of circulation, be- 
cause that can hold no more ; nor sent abroad, because it would 
otherwise have been altogether unemployed at home. Dr. Smith, 
it is evident, overlooked the intermediate event ; and, because 
the real explanation did not suggest itself, had recourse to the 
exceptionable style of metaphorical description.— *- Mr. Thornton 
has another remark *, which suggests a just correction of that 
general position, by which we exclude altogether any permanent 
operation of paper money in raising prices, while there is gold 
in circulation that may be displaced. The same exportation of 
gold, which remedies the temporary rise that takes place in the' 
particular country where paper has been issued, has a tendency 
to encrease the supply of precious metal in the general market 
of the world, and thus to occasion a general rise of prices, in 
which that particular country must participate. The whole 
quantity of bullion, of which Great Britain has spared the use 
by adopting a different medium of domestic exchange, is added 
to the general stock of the mercantile commonwealth, as much 
as if an equal quantity had been brought additionally from 
America 5 and the saving of that annual loss, which would have 
been occasioned by the waste of British coin, is equivalent to an 
increase in the annual produce of the mines. — But, on the other 
hand, it must be remembered, that the use of paper money tends, 
in some degree, to lower the price of commodities. In propor- 
tion as the instruments of commerce, or the machinery of ma- 
nufactures, are of a less expensive construction, the articles, 
which they contribute to produce, may be afforded at a lower 
rate. To employ paper money instead of gold, is to substitute 
a very cheap instrument of commerce in the room of a very ex- 
pensive one. That system of credit also, of which the limits are 
greatly extended by the use of paper, tends, as Mr. Thornton has 
observed j-, to reduce prices, both by enlarging competition, and 
by saving the trouble and expence of weighing, counting, and 
transporting money. The larger transactions of commerce are 
by these means, greatly facilitated *, and, in this instance, as in 
every other, it is the true interest of the consumer that merchants 
should be permitted to adopt their own plans of economy. 

Although, with these modifications, lie admits the position of 
Dr. Smith, that successive additions of paper to the currency will 
successively displace equivalent portions of gold, this must evi- 
dently cease to be true when the tirculating medium already 
consists almost entirely of paper. In such circumstances, the suc- 
cessive augmentations that may take place, are not compensated 
by any corresponding diminution in another part of the circular 
, tion 5 



* P. 304. 
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tion ; and the rise of prices, that immediately ensues, is not 
reduced by a subsequent exportation of gold. While the cur- 
rency remains in this augmented state, without an increase of 
trade to absorb the excess, prices will remain high; and if the 
quantity of paper should still be continually increased, the prices 
of commodities will continue to rise. The price of bullion must, 
be. affected in the same manner, as that of every other article. 
And in a country where a system of paper currency has gradual- 
ly supplanted an ancient system of gold coin, the market price of 
gold bullion may thus come to exceed that price which was 
adopted under the ancient system, by the regulations of the 
mint. 

We perfectly agree with Mr. Ihornton, that, in a countiy 
where gold constitutes an indefinitely small portion of the circu- 
lating medium, an excessive issue of paper will raise the market 
price of gold above its mint price. But the manner, in which 
he has described the process by which this is effected, appears 
to us so erroneous, that we shall lay before our readers the pas- 
sage in which he has explained his opinion. It is rather long 
for an extract : But it forms a detached dissertation, complete in 
itself, and we could not easily have selected a shorter passage, 
that would have afforded so just a specimen of the author’s ge- 
neral manner. It is unnecessary to point out to our readers, by 
particular references, the familiar perspicuity with which the 
facts are separately stated, and the perplexity with which they 
are combined into a train of reasoning. 

5 I proceed, in the next place, to shew in what manner a general rise 
in the cost of commodities, whether proceeding from an extravagant is- 
sue of paper, or from any other circumstance, contributes to pioduce 
an excess of the market price above the mint price of gold. 

f It is obvious, that, in proportion as goods are rendered deal in 
Great Britain, the foreigner becomes unwilling to buy them, the com- 
modities of other countries, which come into competition With outs, ob- 
taining a preference in the foreign market ; and, therefore, that in eon- 
sequence of a diminution of orders from abroad, our exports will be di- 
minished : unless we assume, as we shall find it necessary to do, that 
some compensation in the exchange is given to the foreigner for the dis- 
advantage attending the purchase of our articles. But, not only will 
our exports lessen, in the case supposed ; our imports also will iiu i ease „ 
for the high British price of goods, will tempt foreign commodities to 
come in, nearly in the same degree in which it will discourage biitish 
articles from going out. 1 mean only, that these two effects (that of a 
diminished export, and that of an increased import) will follow, pro- 
vided that we suppose, what is not supposable, namely, that the time 
when the price of goods is greatly raised in Great Britain, the course /ff 
exchange suffers no alteration. Bor the following reason I have sai , 
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that this is not supposable. Under the circumstances which have been 
described of a diminished export, and an increased import, the balance 
of trade must unavoidably turn against us ; the consequence of which 
must be, that the drawers of bills on Great Britain in foreign countries, 
will become more in number than the persons having occasion to remit 
bills. This disparity between the number of individuals wanting to 
draw, and of those wanting to remit, as was remarked in a former chap- 
ter, must produce a fall in the price at which the over abundant bills on 
England sell in the foreign market. The fall in the selling price abroad, 
of bills payable here, will operate as an advantage to the foreign buyeF 
of our commodities, in the computation of the exchangeable value of 
that circulating medium of his own country, with which he discharges 
the debt in Britain contracted by his purchase. It will thus obviate 
the dearness of our articles ; it will serve as a compensation to the fo- 
reigner, for the loss which he would otherwise sustain by buying in 
our market. The fall of our exchange, will, therefore, promote ex- 
portation and encourage importation. It will, in a great degree, 
prevent the high price of goods in Great Britain from producing that 
unfavourable balance of trade, which, for the sake of illustrating the 
subject, was supposed to exist. 

‘ The compensation thus made to the foreigner, for the high British 
price of all articles, is necessary, as an inducement to him to take 
them ; somewhat in the same manner as a drawback, or bounty on 
exportation, is the necessary inducement to take those particular goods, 
which have been rendered too dear for the foreign market, by taxes laid 
on them in this country. In each case the British consumer pays the 
high price, and the foreigner is spared, because otherwise he will not 
accept our commodities. 

c The fall in our exchange was just now defined to be an advantage 
gained in the computation of the exchangeable value of that foreign cir- 
culating medium with which the foreigner discharges his debt in Great 
Britain, a debt paid in the circulating medium of this country. It im- 
plies, therefore, a high valuation of his circulating medium, and a low 
valuation of ours ; a low valuation, that is to say, both of our paper, 
and of the coin which is interchanged with it. 

c Now, when coin is thus rendered cheap, it, by no means follows, that 
bullion is rendered cheap also. Coin is rendered cheap through its con- 
stituting a part of our circulating medium ; but bullion does not consti- 
tute a part of it. Bullion is a commodity, and nothing but a commo- 
dity ; and it rises and falls in value, on the same principle as all other 
commodities. It becomes, like them, dear, in proportion, as the cir- 
culating medium for which it is exchanged is rendered cheap ; and cheap, 
in proportion as the circulating medium is rendered dear., 

e In the case, therefore, which has now been supposed, we are to con- 
sider coin as sinking below iu proper and intrinsic worth, while bul- 
lion maintains its natural and accustomed price. Hence there arises that 
temptation, which was formerly noticed, either to convert bapk into 
bullion, and then to export ; or, which is the same thing, to export, 
and then convert back into bullion ; or, which is also the same thing, 

to 
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to convert back into bullion, and then sell to the Bank, at the price 
which would be gained by exportation, that gold which tire Bank lias 
purchased, and has converted from bullion into coin. 

« In this manner, an increase of paper, supposing it to be such as to 
raise the price of commodities in Britain above the price at which, un- 
less there is some allowance afforded in the course of exchange, they 
will be received in foreign countries, contributes to produce an excess 
of the market price above the mint price of gold, and to prevent, there- 
fore, the introduction of a proper supply ot it into the Bank ot Bug- 
land, as well as to draw out of its coffers, that coin which the directois 
of the Bank would wish to keep in them. p. 20 0 . 

Although the whole of this long passage is professedly em- 
ployed, to explain in what manner an increase of paper produces 
an excess of the market price of gold above its mint price, a 
sufficient explanation of that fact is distinctly given in a single 
sentence of the fifth paragraph : Bullion, like all other commo- 
dities, becomes dear in proportion as the circulating medium, 
for which it is exchanged, is rendered cheap. No other account 
of the fact can be given and no farther explanation will be re- 
quired. Our author, however, lias intermingled with tnis the 
statement of another very different fact ; that fah of the foreign 
exchange, which might be expected to follow an excessive in- 
crease of our paper-money, and of which he seems to have 
formed an erroneous conception. The mistakes which are in- 
volved in the preceding disquisition, appear to have arisen from 
his overlooking the distinction, of which in other parts of the 
work he is aware, between the bullion or general price of goods, 
and their local price in paper-currency. When the bullion price 
of our goods rises, that oscillation of the commercial balance, 
which Mr. Thornton has imperfectly described, will certainly be 
produced, by the tendency of an unfavourable exchange, to en- 
courage exports, and by the reciprocal tendency of an increased 
exportation to restore the equilibrium of exchanges. But it is 
not the bullion price of goods, that is raised by an increase ot 

paper- 



* In a subsequent passage, the doctrine is this summed up— ‘ Let 
the manner in which an extravagant issue of notes operate:., m producing 
the excess, be recollected. 1 1 mines, and probably by slow degrees, the 
cost of British goods. It thus obstructs the export of them, unless a 
compensation for the high price is afforded to the foreign buyer, m the 
rate of exchange ; and the variation in our exchange produces a low valua- 
tiou of our coin, compared with that of bullion. '1. he state of the : ex- 
change, then, is the immediate cause of the evil m question, p. LI--. 
The reader, who may wish to verify our criticisms by examining the ori- 
ginal work, will find the Same doctrine urged, pp. 271. & -81. 
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paper-money ; which only occasions a rise in the paper or currency 
price, and occasions that sort of rise in the price of bullion as 
well as in that of all other commodities. The bullion price of 
these will remain, therefore, precisely the same * and although 
our goods acquire at home a nominal increase of value, they 
are not rendered dearer to the foreign merchant, who pays for 
them ultimately in that bullion which is the common measure 
of his currency and ours. In this point of view, the increase 
of paper- money appears to have no effect on the balance of ex- 
ports and imports, lhere can be no doubt, however, that it 
will, notwithstanding, have a considerable effect on the apparent 
course of exchange. By that increase, our currency sinks in its 
bullion value, and a given sum of it will no longer purchase the 
same quantity of bullion : but the foreign currency, which is 
not supposed to have undergone a change, preserves its own bul- 
lion value, and a given sum of that, will still purchase the same 
quantity of bullion as before. The proportion, therefore, of 
the bullion value of our currency to the bullion value of foreign 
currency, is altered ; and, in order to preserve the same appa- 
rent rate of exchange, there ought to be a corresponding alter- 
ation of the numerical tables in which that rate is expressed. 
As long as the ancient mode of computation remains still in use, 
the apparent or computed rate of exchange will be different from 
the real one ; and, whatever may be the actual state of credit 
or debt, the exchange will always be calculated so much less in 
our favour, or so much more against us, in proportion to the de- 
preciation which has taken place in the bullion value of our cur- 
rency. Our general exchanges might thus appear unprosperous, 
at the very time that the balance of trade was greatly in our fa- 
vour; and if the issue of paper continued to increase, the exchange 
would appear to become more and more unfavourable, although the 
balance of exports and imports had remained unaltered. The dif- 
ference, therefore, between the two cases, which Mr. Thornton 
appears to have confounded, is very distinct. When the local 
rise of the price of goods, consists in an actual increase of their 
bullion price, a real fall of the foreign exchange will generally 
take place, and will occasion , by the demand for bullion to be ex- 
ported, a fluctuating excess of the market price above the mint 
price of gold. But when an excessive issue of paper-money pro- 
duces a nominal rise of prices, a nominal fail of the foreign ex- 
change will always take place, and is a consequence of that steady 
excess of the market: price of gold above its mint price, which 
originated immediately in the excessive issue of paper. The im- 
portance of the error, into which we imagine Mr. Thornton to 
have fallen, will justify the length of these observations ; to which 
^ve shall only add, that the operation pf an excessive paper- cur- 
rency. 



1 802. Thornton on the Paper Credit of Great Britain. 185 

■ . Some persons - £ 

o°, 

proper capital , and that ... j w dclu8 ; vc appearance of wealth, 

may be its ostensible riches, practice of buying on 

/ It must, however, be the hattt of 

credit, in the internal comme^e of the^cou^^ ^ ^ a „ 

selling on credit also to «ub» , ^ ^ ^ ^ of a country, the 

exactly equal degree. P ,. ovc , ty 0 r riches, in proper- 

practiee of dealing on cie t \ 8 ^ orter than the credit 

tion as the credit generally tavcn r> .. -n; r , t0 their consum- 

given. The custom which tradesmen have 

ers on credit, is also an indication ‘ 0 c ; tber their own or bor- 

the traders must possess a suip ‘ 0 tbe att)0 unt of debts due 

rowed, which bears an exact pi p ; of trading on credit 

to them by the consumers. On.,, that pjc bet ween trader and 
which prevails among us, so ar « • - poverty in the mer- 

tradcr, is an indiarUon o J-*^*^*. coun- 

cantile body ; so tai as it iu I - j tb belonging to the mer- 

tries, is an indication of the trade between 

chants of Great Britain , an deficiency of wealth in the 

.he retailer and the consumer, “#? gnfjS commercial mem 

consumers, and a prnportiona e . P , , .here is among our 

The existing customs imply, that, on the wi , 

traders a a: re at abundance of wealth. p. i»- . 

This passage has all she 

furnishes no answer to the objemon can P bc deri - 

to obviate •, for no inference, g* j ailed in such metho- 

ved from the distinctions which he has marshal e , 

Seal order. Overlooking, in his « to d.spc » 1 «_ 
,or, the real ntisconceptto.t Thc „«lit, 

rily assumed another principle i # nPQfiomblv the con- 
which this country gives to as. 

sequence of accumulated capital , but' c(m di/.cd ; and we 

sertion, that the credits of our home trade are equal ^ 

* See die Wealth of' SSCT II. P- ^.-Thia 
tion, and the argument that is here founded upon^ of Lord 

1..,^ on /^-rvnnrtnnitv of illustrating IHOieSt lcirge, 



1 86 Thornton on the Paper Credit of Great Britain. Oct. 

are quite unable to understand his inference, that the credit, which 
traders allow to the consumers, implies m the latter a deficiency of 
wealth. But it is unnecessary to examine these positions more 
closely, because we have no doubt that the balance of credits would 
be found, as a measure of national wealth, no less erroneous, and 
still more unmanageable, than that estimate of the precious metals 
which was long ago abandoned. At any rate, a more direct mode 
must be sought of correcting the very false opinion, that a nation, 
m which the system of commercial credit is established, ‘ exhibits 
only a delusive appearance of wealth.’ 

It is the operation of credit, not directly to augment the nation- 
al capital, but to distribute it among those who undertake to em- 
ploy it productively. The actual state of credit, therefore, does 
not indicate the amount of that capital, but the manner in which 
it is distributed. At different times, a part cf the national capital 
may be entrusted in the hands of traders more or less qualified to 
employ it prudently, and in that respect it may occasionally be 
exposed to a less or greater degree of hazard. During a period of 
excessive confidence, therefore, instead of considering < the national 
commerce as unsupported by a proper capital/ we are to consider 
a part of the national capital as injudiciously employed. The im- 
prudent investiture of loans, however, is evidently a very different 
thing from the creation of fictitious capital. The latter cannot be 
effected by mercantile credit ; and the former is an evil, which, 
though the system is occasionally liable to it, can never be of verv 
long duration. That system is reared up, by the necessities of 
commerce, for the most effective employment of capital ; and 
those necessities adjust it, with tolerable exactness, between the li- 
mits of enterprize and caution. Wherever it has long been estab- 
lished to a great extent, there cannot be a more unequivocal 
proof, both of the solidity of the national capital, and of the pru- 
dence as well as skill with which it is employed. 

II. Such, unquestionably, must be the conviction of every 
person who puts himself in possession of the information that is 
contained in Mr. 1 hornton’s book, with respect to the present 
circumstances of our own country. It is upon this branch of 
the subject, that his communications are most satisfactory.-r- 
The details might, indeed, have been rendered still more minute, 
without violating the consistency of his plan *, but students of po- 
litical philosophy will highly value the sketch, rude as it is, which 
he has drawn of our established system. While nothing can 
mdre immediately contribute, than the publicity of that system* 
m operations, to extend and strengthen the confidence on 
which it is solidly built ; such dissected exhibitions of our com- 
mercial economy prepare, with necessary knowledge^ those more 
active citizens who undertake the discussion of the national 

counsels* 
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counsels. And the speculative politician, in receiving the legiti- 
mate materials of his science, may applaud the diligence that se- 
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the pecuniary engagements, to which the whole commerce of the 
kingdom gives birth, are ultimately settled there * 

This transference of the country payments to London has, in 
some degree, subsisted for a long time ; the practice, once begun, 
was likely, from its great advantages, to be gradually extended •, 
and of late years it seems to have been reduced to a regular and 
very commodious system. It was much facilitated by the multi- 
plication of country banks, during that period of high prosperity 
and confidence which immediately preceded the late war. The 
formation of these, all over the country, was actively encouraged 
by the private bankers of London ; and indeed the existence of a 
great national bank, which, like that of England, must provide a. 
constant reservoir of gold, naturally suggests the creation of small- 
er establishments. Upon the formation of such banks in the 
country, many traders of all descriptions, who had formerly main- 
tained a direct correspondence with merchants in London, fell in- 
to the practice of transacting their business with the metropolis, 
through the banker in their own neighbourhood with whom they 
kept their cash. On their account he drew largely upon a banker 
in London, who agreed to execute the extensive country business 
he had thus acquired, at a much lower commission than what had 
formerly been paid by the several country traders to their separate 
correspondents. ' The rate of commission was reduced, in conse- 
quence of the diminished trouble as well as risk ; the labour of 
keeping accounts, writing letters, receiving and paying bills, was 
now transferred to one house, which had before been divided 
among many ; and a new security was afforded to the transac- 
tions between the metropolis and the country, by the interposed 
credit of the wealthy and respectable country banks f. 

The establishment of such a system of banks, and the trans- 
ierence of ultimate payments to one particular place, are in the 
natural course of- that progressive subdivision of labour, which ex- 
tends itself over an opulent and industrious country. The re- 
ceipt and payment of money, instead of being conducted at home, 
are transferred, by every trader, to his banker, who clevises means 
noth of abridging his own labour, and of economising the use of 
money, especially of ih.it costly part of it which consists of specie, 
-by his skill and sucre:,', m attaining these objects, he manages 
an important part of trade, at an expence far inferior to what 
the merchants themselves must have incurred, had they conti- 
nued to conduct it separately by their own clerks. In propor- 
tion, likewise, as the amount and number of payments and re- 
ceipts is augmented in one p.irticular place, the business of pay- 
ing 
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ing and receiving is more easily and cheaply transacted ; the 
o-uineas or bank notes required, though more upon the whole, are 
fewer in proportion to the sums paid and received. So com- 
plete, accordingly, and so systematic is that economy in the use 
of notes, which long experience has introduced among the Lon- 
don bankers, that the present payment of that metropolis could 
scarcely be transacted, with due regularity, if the quantity o 
notes were to suffer any considerable diminution. In this, they 
are assisted by the fitness of bills of exchange and government 
securities to supply the place of bank notes ; for the interest, 
that grows on such negotiable paper, while it is detained, saves 
all the loss which the banker would undergo from the detention 
of coin or notes; and there is a certain sort and quantity of bills, 
on the conversion of which into money, lie may rely almost as 
confidently as on the changing of a note into guineas, or of a 
ptfinea into silver. The ingenuity of these money-dealers, in 
sparing the circulating medium, is aptly illustrated by a custom 
which prevails among- the city bankers. Each of them sends a 
clerk at an appointed hour in the afternoon, to a room provided 
for their use. Each clerk there exchanges the drafts on othei 
bankers received at his own house, for the drafts on his own 
house received at the houses of other bankers. The balances of 
the several bankers are transferred from one to another, in a man- 
ner which it is unnecessary to explain in detail, and the several 
balances are finally wound up by each clerk into one balance. 
The difference between the whole sum which each banker has to 
pay to all other city bankers, and the whole sum which he has 
to receive from all other city bankers, is, therefore, all that is 
discharged in bank notes or money ; a difference, evidently, much 
less in its amount than that to which the several differences would 
be equal *. 

But the economised use of circulating medium is by no means 
the only collateral advantage that arises from the system of 
banks, connected in subordination to each other, with the great 
national Bank at their head. Although a very few of the coun- 
try establishments have occasionally subjected themselves to the 
charge of encouraging rash speculation, the system, in its com- 
plex operation, has a real tendency to strengthen as well as to 
enlarge the basis of credit. Bankers possess, from their situation, 
very superior means of distinguishing the careful trader horn the 
improvident. The bill transactions of the neighbourhood pass 
under their inspection *, and by this information they are enabled 
to measure out confidence* very nearly in a just proportion. In fact, 
it is considered as a regular branch of their professional experi- 
ence* 
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ence, that they should appretiate the credit of the various traders 
v/ithin their district of circulation ; and this sort of practical sa- 
gacity they are understood to cultivate with great assiduity. It 
is said to be the general practice of banks, to communicate such 
intelligence for their mutual advantage. Each of them endea- 
vours to limit, not only the sum which any one trader shall ob- 
tain for themselves, but the total amount also, so far as they are 
able, of the sum which the same person shall borrow in different 
places-. They endeavour, above all, to discourage bills of ac- 
commodation. While the transactions of country traders are 
thus surveyed by the banks of their respective districts, those of 
the country banks themselves are subject to the view of the Lon- 
don bankers, their correspondents ; and these, again, are in some 
degree controlled by the Bank of England, which restricts, ac- 
cording to its own discretion, the credit with which they are ac- 
commodated. A series of checks is thus maintained, which, 
though far from establishing a complete security against all inju- 
rious speculation, presents a powerful obstacle to its progress *. 

But the Bank of England retains another check of a highly 
important nature, over the banks in the country. The issue of 
its own notes is restricted, in ordinary times, by the obligation 
to convert them into specie. The quantity of country paper, 
even during the present times, is limited by its accustomed con- 
vertibility into the notes of the Bank of England. This is the 
opinion of Mr. Boyd j- as well as of Mr. Thornton ; but the latter 
has more minutely explained the manner in which he conceives 
the effect to be produced. If a particular country banker is im- 
prudent enough to issue an extraordinary quantity of paper, 
while that of the Bank of England does not exceed the demands 
of London circulation, a local rise of prices will be produced 
within the district of that country paper, but prices in London 
will remain as before. In this situation, the holders of country 
paper, in order that they may purchase goods where they are 
cheaper, will return that paper to the banker, demanding in re- 
turn Bank of England notes, or at least bills upon London. The 
excess of his notes will thus be continually returned upon the 
country banker, and lie will at length find himself under the ne- 
cessity of limiting his issue to that quantity, which the circulation 
of his own distric t can absorb. The quantity of Bank of Eng- 
land paper may thus be said to regulate the quantity of that 
which is issued by the country banks. It is not, that one uni- 
form ratio is maintained between these two quantities ; but that 
both are in the same proportion to the demand, that is created 
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for each, by the trade which it is destined to circulate: When- 

ever the Bank of England paper happens to exceed what is requir- 
ed for the purposes of London circulation, the country paper may 
become excessive in the same degree. And such an excess of bank 
of England paper may be produced, either by.a_dimmut.ofl in the 
number of payments, while that of notes remain undinnmshed ; 
or by whatever has a tendency, while the number of payments ie- 
niains unaugmented, to augment the number of the effective pow- 
er of the notes in circulation *. ■ • 

Having taken this general survey of our sys L em of credit anu 
circulation in its ordinary state, while its movements are regular, 
we shall now direct our attention to the disorders of which it is oc- 
casionally susceptible, either from external accident, or from inhe- 
rent defects. In consequence of the mutual connexion that subsists 
among its parts, and the subordination of all to the Bank of Eng- 
land, those disorders sometime pervade the whole system, and em- 
barrass the operations even of the great establishment at the head. 

It is of national importance, that that body should be ready to 
adopt, under the pressure of such circumstances, an enlighten- 

?J1 How solidly soever the foundations of mercantile credit may 
be laid, both in public confidence and in the real security of 
responsible funds, it is apt to be shaken by that consternation 
which is ant to spread, after a succession of commercial bank- 
ruptcies, or during the alarms of war. At such a period, it 
has been particularly found, that the notes of country banks, 
which chiefly circulate among consumers and petty dealers, have 
fallen into distrust with that large portion of the people. If 
one bank should fail, a run upon all those m the neighbourhood 
immediately takes place, and diffuses general distress. Such of 
the country bankers, as are most prudent, adopt a preventive 
caution, by limiting, of their own accord, the issue of then -notes* 
and all of them are forced to enlarge that funa of cash, with 
Which they may be prepared to answer demands. In conse- 
quence of these operations, an additional quantity of gold and 
of Bank of England notes must be carried down from London 
into the country, both to supply that void m the channel of cir- 
culation from which the discredited country notes have been 
thrown out, and to form that additional reserve which the bankers 
must keep in their coffers. But the money-dealers and traders 
of the capital will, in some degree, participate that consterna- 
tion to which the whole country has given way ; it wi 1 appear 
to them also a necessary precaution, that they should enlarge 
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their fund against contingencies, and keep a larger supply of 
Bank of England notes than they find necessary in ordinary 
times. By these multiplied hoards, as well as by the quantity 
of cash sent into the country, the circulating money of the me- 
tropolis must Suffer a very great diminution. But it was pre- 
viously no more than sufficient to effect the necessary payments ; 
and on the punctual discharge of these, the Avhole commercial 
credit of the kingdom depends. Unless the Bank of England, 
therefore, which is the source of circulating medium, shall, in 
these circumstances, consent to enlarge its issue of paper, a gene- 
ral subversion and ruin of that credit may take place ; but if it 
adopts such a measure seasonably, and in the proportion which 
the new demands of the circulation require, the mischief may 
cease after a slight and temporary inconvenience. Besides this re- 
medial policy, which can only be adopted after the evil has been 
felt to some extent, that body, in order to be prepared against 
such an event, ought to keep at all times in its treasury such an 
additional quantity of gold, as may be sufficient to meet this ex- 
traordinary demand, and to . supply the place of those country 
notes that: are liable to be extinguished. But although such ap- 
pears to be the real policy of that institution, we can scarcely be 
surprised if it: has not always very clearly understood it to be so, 
and has sometimes evinced a reluctance to pursue this line of con- 
duct. The task of supplying gold to all the country banks, under 
the expence with which the collection of it is frequently attended, 
may be considered indeed as imposed upon the Bank of England 
by that monoply, which compensates this hardship, by other ad- 
vantages. But to enlarge the issue of their paper, at the very 
time that their fund of gold is diminishing, is a measure, which 
would confessedly be imprudent in every inferior establishment, 
and which on that account the directors of the great Bank have 
not always perceived that they were warranted, by the peculiarity 
of their situation, to adopt, as the real means of checking the drain 
of their gold. Some of the circumstances, which distinguished the 
memorable year 1793, illustrate at once the soundness of the po- 
licy which is here described, and the very recent period at which 
the Bank still shewed itself insufficiently aware of it. In the dis- 
tress of that year, the Bank of England was unwilling to extend 
its aid to the country banks, or to augment the issue of its own 
paper. Several opulent houses, that applied for assistance, were 
refused discounts, because they did not offer London securities ; 
but the important failures, which immediately ensued, proved 
that the "relief of the country was necessary to the solvency of 
the metropolis. The pressure originated in an extraordinary de- 
mand for guineas, in the country ; but the want of bank notes 
in London soon became the principal evil. The notes, previously 
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in circulation, were not below the usual number *, but that was 
rendered, by a slower circulation, insufficient for the necessary 
payments. As the Bank of England did not think proper to en- 
large the quantity of its paper, a remedy of exactly the same kind 
was administered by Parliament. A loan of Exchequer bills was 
directed to be made, to as many mercantile persons, giving proper 
security, as should apply ; and it is a most interesting fact, that 
credit began to recover itself some time before those bills were 
actually delivered. The very expectation of this supply of an 
article, which almost any trader might obtain, and then convert 
into bank notes and guineas, diffused an idea of general solvency. 
The punctuality of the London payments being restored, the dis- 
tress of the whole country was gradually removed. Of the five 
millions, which the Exchequer had been authorised by Parlia- 
ment to advance, not one half was taken, and no part was lost ; 
on the contrary, a profit resulted to Government, from the smalL 
compensation of additional interest, which was paid by the bor- 
rowers. This seasonable measure was not understood at the 
time, and was opposed on some grounds of constitutional jealousy ; 
but the result of its operation has cast a steady light on our ac- 
tual system of circulation, and on the true policy of the national 
Bank. In future seasons of alarm, it may reasonably be expect- 
ed, that the directors of that body will prove less timid ; as it is 
to be hoped, that experience has taught the country banks to en- 
large their usual provision of convertible funds *. 

The most serious danger, to which the Bank of England it- 
self is exposed, is that of being drained of its specie. It may 
be subjected to such a drain, as is intimated in the preceding 
observations, in consequence of that alarm which occasions a 
great demand for guineas, either to be hoarded, or to supply the 
place of paper thrown out of circulation. Indeed, if the alarm 
is of long continuance, and the Bank maintains in circulation 
no more than its usual quantity of notes, it may be altogether 
exhausted of its guineas, however small that quantity of notes 
may be ; because if these are always re-issued in loans upon the 
discount of bills, they may be perpetually returned upon the 
Bank in demand for more specie. Let the alarm be great enough 
and of sufficient duration \ and the Bank, by maintaining only 
a million of notes in circulation, may, by the continual return, 
of these, be exhausted of fifty millions of guineas. But, in 
general, a more permanent cause of a run upon the Bank of 
England for specie, is the excess of the market price of gold - 
above its mint price. In former times, this was occasioned by 
the debased state of gold currency ; and the Bank was obliged 
to submit to the accumulated and provoking expence of coining 
VOL. i. NO. J. N new 
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new guineas, which were immediately melted down, that the 
bullion might be sold to the Bank itself at the high market price. 
Since the gold currency was reformed, a temporary excess of 
the market price of gold above its mint price, lias been produ- 
ced by a temporary disadvantage in the balance of foreign trade ; 
that having been occasioned sometimes by the large importations 
of grain after a deficient harvest, and more frequently by un- 
productive exportations to defray the expences of war, or the 
subsidies to foreign allies. In whatever manner the high price 
of gold is produced, immediate demands are made upon the 
Bank lor guineas, in order to export them. These it endeavours 
to replace, though gold cannot be purchased without a consider- 
able loss. A most unequal competition will thus be established, 
between the Bank, on the one hand, which buys and coins at a 
great loss , and the clandestine dealers, on the other hand, who 
melt and sell at a great profit. It will no longer be necessary for 
the latter to export more gold, than what is above the immediate 
demand of the Bank ; the operation will now be confined to Lon- 
don ; the melters and coiners living upon the same spot, and af- 
fording constant employment to each other. If the unfavourable 
balance of trade, which has caused this high price of bullion, 
were not of a temporary nature, the Bank of England, by this 
continued accumulation of unproductive expence, might ultimate- 
ly be reduced to very great distress. And if an unfavourable ba- 
lance, originating in the expences of foreign warfare or alliance, 
should at any time be loaded with the additional payments of a 
large importation of grain, while the embarrassments of the na- 
tional Bank were st ill farther aggravated by domestic alarm and a 
general disorder of mercantile credit *, under such a combination 
of inauspicious circumstances, the usual means of prudence and 
the rules of ordinary policy might be expected to fail, and ne- 
cessity would be left to justify those desperate measures which it 
might suggest *. 

But this excess of the market price of gold above its mint price*, 
may likewise be produced, as we formerly explained, by too great 
a quantity of paper, money. I lie Bank, indeed, as it has also been 
shewn, has the power of restricting the country paper, by limit- 
ing its own notes to t Jiose which are actually nceded for the pur- 
poses of circulation. It has, therefore, the power, in a great de- 
gree, of preventing that high price of gold, and the consequent 
drain of its own guineas, which proceed from an excessive circu- 
lation of paper. So long as the Bank is liable to payments inspe- 
cie, it lias thus an evident interest to prevent its own paper, as 
well as that of the whole country, from being so excessive, as to 
occasion a rise in the price of commodities. To understand this 

clearly. 
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clearly, and to attend carefully to its operation, forms a very im- 
portant branch of the policy of the Bank of England. As its 
notes are issued in loans to the merchants, it can only limit the 
extent of that issue, by restricting the amount oi the loans.— 
Hence it appears, that the Bank ought to regulate the total 
amount of its loans, with a view to the quantity of circulat ing me- 
dium, independent altogether of the solvency and opulence of those 
who wish to become borrowers, and of the character of the bills 
they are offered for discount. There may be a disposition among 
verv rich traders, to borrow a sum far exceeding what it would 
be proper for the Bank to lend, although it entertained no doubt 
of punctual repayment. But, by the laws that confine the rate or 
interest, and which still remain in force after every competent 
judge has been long convinced of their uselessness and inconveni- 
ence, the Bank of England is deprived of the most natural and 
simple means of restricting the amount of its loans. It is prohi- 
bited, even in time of war, from demanding an interest of moie 
than five per cent . which is the rate at which it discounts during 
peace. This has generally been found sufficient, during peace, 
to limit the demand upon the Bank for loans *, because mercantile 
profits are then low, from the abundance of Capital, and the acti- 
vity of competition. The applications for discounts have often, 
during such a period, fallen short of what the Bank was r eally dis- 
posed to afford. But in time of war the rate of mercantile profit, 
from the scarcity of capital, is extremely high. There is an irre- 
sistible temptation, therefore, to borrow from the Bank at a cheap 
rate, that the great profits may be gained upon a commercial em- 
ployment of the money. Accordingly, in time of war, and espe- 
cially during the last years of it, the Directors have often been 
subjected to very earnest and clamorous solicitations ror discount. 
Were they permitted to raise their rate of interest, it would fol- 
low that of mercantile profit, and the demand upon the Bank for 
loans, would at all times be accompanied by an effectual princi- 
ple of limitation. But under the existing prohibitions of law, the 
Directors are forced to have recourse to the expedient of specify- 
ing, according to their discretion, the total sum which they will 
at any one time venture to lend to the merchants. According to 
a recent determination of their court, this sum is specified week- 
ly, in order that they may have a frequent opportunity ol' varying 
it according to the fluctuation of circumstances*. 

To limit the total amount of paper issued, and to resort, when- 
ever the temptation of borrowing is strong, to some effectual 
principle of restriction ; never to diminish greatly the sum in cir- 
culation, but to let it vibrate only within certain limits \ to affoic 
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a slow and cautious extension of it, as the general trade of the 
country is enlarged ^ and to permit a temporary increase during an 
extraordinary period of difficulty or alarm : this, in the language 
of Mr. Thornton, is the true policy of the directors of an. institu- 
tion, placed in the circumstances of the Bank of England pt 
We have thus collected, from various passages of Mr. Thorn- 
ton’s discourse, the general lineaments of that system of credit and 
circulation which is at present established ; refraining from the in- 
sertion of any criticisms that migffPhave interrupted the descrip- 
tion. Some parts of his account are not sufficiently dilated, to 
convey precise information ; and others, in which some reasoning 
is implicated with the statements of fact, cannot be admitted with- 
out hesitation. But we are not confident enough in our know- 
ledge of the subject, to enter into these minute corrections. One 
general remark, however, which was strongly impressed upon our- 
selves by the facts of the preceding narrative, we cannot forbear to 
express, although it does not lie within the scope of Mr. Thornton's 
discussions. If the Bank of England must now be considered as 
a national establishment, not merely influencing, by the superior 
magnitude of its capital, the state of commercial circulation, but 
guiding its movements according to views of public policy, an im- 
portant revolution has taken place since the first erection of that 
corporation to a banking establishment. That power of issuing the 
medium of exchange, with the opportunities it implies of varying, 
its quantity, and value, which, while precious coin was in use, was 
exercised under the immediate prerogative of the Crown, is now 
virtually invested in the Governor and Directors of the Bank of 
England. In the official character of that Board, some of the 
functions of sovereignty are united to those of a trader *, and the 
opportunties of banking profits are blended with a trust and charge 
of the public interest. It will be pleasing, if these shall prove more 
happily compatible, than they have been found in other instances. 
The organization of this establishment, possessed ofsuch means to 
controul the operations of commerce, as well as to facilitate the 
advance of financial supplies, may, in our political constitution 
already so complicated, introduce a new principle of action, the 
effect of which cannot be clearly discerned. Perhaps, an un- 
bounded field will be opened for the extension of ministerial influ- 
ence. Perhaps, ail unexpected controul may be gained to the 
people, over the views and measures of the executive. 

III. In the’ foregoing view of the dangers to which the Bank 
i3 occasionally exposed, our readers must have already perceived 

the 
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the account which Mr. Thornton gives of the embarrassments, 
that led to the memorable order of Council in rebruary 1 ' 97. 
The suspension of cash payments was an event, in his cp nip®, 
to which the national Bank was liable from its very nature , the 
probability of which has been too studiously concealed , and to the 
recurrence of which we may look forward *. The gold m the cof- 
fers of the Bank,- had been much reduced by the effect of a,, un- 
favourable balance of trade. The alarms of invasion had led to the 
failure of some country banks in the North of England j thisocca- 
sioned a farther demand for guineas from the Bank, and a diminu- 
tion in the circulating notes of London. The Directors aggravated 
the distress, and augmented the demand for guineas, by unadvisedly 
suppressing some of their notes, instead of enlarging the quantity f. 

We cannot entertain a doubt, that these were the principal 
causes of embarrassment but that other circumstances at the 
same time co-operated, which Mr. Thornton has rather too anxi- 
ously avoided to mention. Under the unfavourable balance. ol 
trade, which he notices by this general expression, we must in- 
clude the effect of foreign subsidies. And we suspect, that that 
diminution in the quantity of notes, which the merchants could 
command, was not altogether owing to an ignorance, on the part 
of the Directors, to the proper remedy for the existing evil. 
Mr. Thornton indeed employs several elaborate pages %, to re- 
lieve the Bank from every degree of blame, on account oi its 
loans to Government. But this appears quite ineffectual against 
the evidence, which was laid before Parliament, of the senti- 
ments which the Directors themselves entertained. In various 
resolutions of tlieir Court, and in letters to t ne lance oi 
of the Exchequer, they stated the serious apprehensions, as well 
as the actual embarrassment, which they felt from their unpre- 
cedented advances on Treasury bills and m their memorial to 
the Cabinet, they described it as an unconstitutional mode ot 
raising money, to which they were not warranted by their char- 
ter to consent. After this, it is vain for any advocate of the 
Bank, now to maintain, that those loans were altogether tree 
from imprudence or culpability. At the same time we ai e rear y 
to acknowledge, what was not very distinctly perceived in the torst 
discussions of this event, that the loans to Government had no di- 
rect tendency to produce the particular distress, which w;is rehevee 
by the restriction of payment s. That consisted, unquestionably, 
in the progressive drain of specie} which those loans neither occa- 
sioned nor increased, because they were paid into the Exchequer 
in notes. This run upon the Bank for specie, was chiefly occa- 
sioned by the deficient quantity of money in circulation } which 
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the advances to Government, in their direct operation, rather 
contributed to repair, because the notes were of course issued 
from the Exchequer almost immediately into the market. But 
at the same time it must be remarked, though Mr. Thornton 
seems studiously to have kept this out of view, that, by their 
indirect and unavoidable operation, these loans of the Bank to 
Government, contributed to aggravate that distress of the circu- 
lation, which was mainly produced by other causes. For some 
time prior to the suspension of payments, the Bank of England 
had limited its discount of commercial paper. To this hurtful 
measure it was undoubtedly obliged to have recourse, in conse- 
quence of having granted a much greater accomodation to 
Government, than it was warranted to give, which imposed the 
prudential necessity of giving less accommodation to the mer- 
chants that it had been accustomed to afford. Such a diminution 
of discounts could not occur at any period, without producing a 
certain degree of mercantile distress, both by the disappointment 
of payments actually promised, and by interrupting the usual 
course of pecuniary arrangements. But at that particular junc- 
ture, a great distress already subsisted, which the conduct of 
the Bank towards the merchants had, a necessary tendency to 
aggravate. A similar diminution of the Bank discounts, by 
narrowing the facilities of credit, would at any time render the 
existing quantity of circulating medium less adequate than before, 
to the necessities of the market. At that particular juncture, 
money was already deficient, from the operation of other causes ; 
and became still more inadequate to its necessary purposes, 
when a restriction of credit took place, which both rendered a 
greater quantity of monc‘y requisite to drive the same trade, and 
retard the circulation of that already in the market. While we 
agree with Mr.Thornton, therefore, that the loans to Government 
could not tend to diminish the sum of notes in circulation ; we 
must contend against him, that they did tend to distress the 
circulation, by rendering that sum of notes less adequate to the 
wants of commerce, than if they had flowed into the market 
through the usual channel of discounts. He ’asserts, that < it is 
the total quantity <>l circulating notes, and not the manner in 
which they come into circulation* that is the material point:’ but 
nothing can be more unsatisfactory and cumbrous, than the illus- 
trations by which he labours t:o expound this very fallacious posi- 
tion. It is indeed inconsistent with the fundamental principles, 
which are elucidated by all the reasonings and statements of his 
book. 

The suspension of payments in specie was properly continued, 
according to Mr. Thornton, from the permanence of those circum- 
stances which rendered it originally necessary ; an unfavourable 
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exchange, produced partly by our heavy expenditure, but chiefly 
aggravated by vast importations of corn; and the prevalence, 
tip the eve of peace, of alarms about hostile invasions . It s 
not altogether superfluous to remark, that the restriction of pay- 
ments, until after the cessation of hostilities, was provided oi 
bv law, long before those deficient harvests had been felt, to 
which so great a portion of this necessity is ascribed And^the 
continuance of the suspension was officially justified m ^la- 
ment, upon the alleged, but not very intelligible, ground ot 
resisting certain designs of the enemy to ruin our puolic credit. 
The whole circumstances of the measure, both in the first e\cnt 
and in its subsequent renewal, in the arguments that were pu - 
liclv urged to prove its necessity, and in the explanation which 
Mr. Thornton has given of its nature, conspire to prove that t 
originated in the direct consequences of the war itself ; although 
this view of the subject was most earnestly discountenanced at 

£he iV n in' the first part of our abstract, we explained Mr. Thorn- 
ton’s opinion, that an extravagant issue of paper will _ raise the 
ffiice of commodities, and depreciate the currency m its bullion 
value. He has therefore admitted the genera principles from 
which Mr. Boyd and others have inferred that the Bank ot Eng- 
land has, within the last few years, issued an excessive quanti y 
of paper. Against the validity of that inference, however, he 
contends that, in point of fact, the Bank of England has not ex- 
tended the number of its notes, since the suspension ot its cash 
payments ; and that the rise of prices and depreciation of curren- 
cy from which that enlargement has been presumed, may anse 
from other causes. Among such causes, he mentions the neces- 
sary influence of war, of accumulated taxes, and of a scarcity 
continued for two years, in raising the price of all commodities , 
and the effect of an immense importation of com in turning 
exchange against us, and thus raising the market price . o go c . 
That all of these circumstances have co-operated in raising pu- 
ces, we have no doubt; but we are by no means satisfied that 
thev are adequate to explain the whole effect. . a \» 1 . 1111 . 

observed, and taxes, and a scarcity of provisions m its direct 
operation, increase the real or- bullion price of goods, and have 
no tendency to produce an excess of the market abovettemmt 
price of gold. The importation of gram, by turning the balance 
of trade against us, does tend to produce that excess ; but the ex- 
cess, which we havelately witnessed, hasbeen perhaps both to g 
and too permanent .«» be explained wholly in this manner We 
doubt extremely, if it could have been produced without that de- 
preciation of our currency, which originates in excessive qu ^y. 
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. Mr. Thornton, however, has endeavoured to thew*, that the 
circulating paper of the Bank of England does not in fact amount 
now to a greater sum than, upon an average of years, was in 
circulation before the suspension of cash payments. Upon an 
average of three years, ending in December 1795, their amount, 
according to the evidence laid before Parliament, was 1 1,975,573/! 
By a subsequent statement presented to the House of Commons,* 
they amounted, in December 1800, to 15,450,970/. From the 
difference between these two sums, however, Mr. Thornton in- 
sists that we ought to deduct the amount of two millions, con- 
sisting of one and two pound notes, which have displaced, he 
alleges, m the circulation, an equal sum of guineas. After 
this deduction, there still remains the sum of 1,475,397/. by 
which the Bank paper exceeded, in 1800, its average amount 
before the suspension of cash payments. But in the spring of 
1801, the Governor of the Bank stated to the House of Com- 
mons, that the Company had reduced its notes to a sum less, by 
about a million and a half, than their amount in the preceeding 
December. Whether this evidence, under all the assumptions 
which it involves, may be considered as completely satisfactory, 
in opposition to the presumptions that are warranted by the ge- 
neral argument, we shall not venture to pronounce. We may 
suggest, however, to our readers, the propriety of adding to 
the foregoing statement a fact, of which we are apprised by Mr. 
Thornton f, that the enumeration of country banks, taken in 1800, 
differed from that taken in 1797, by the excess of 386 above 353. 
And to those who recollect that Mr. Boyd’s pamphlet was pub- 
lished on 3 1 st December 1 800, it will not fail to occur as a cir- 
cumstance, which that gentleman might plausibly urge as a con- 
firmation of his reasonings, that in the course of the three months 
immediately ensuing, the Bank thought it expedient to call in a 
million and a half of its notes. 

We have expressed ourselves with unaffected doubt, with re- 
gard to this alleged dependence of the present rate of prices on 
the present state of paper currency, because it appears to us a 
problem, of which a satisfactory solution has not yet been offered. 
According to that view of the question, indeed, which seems 
to us the most correct as well as the most simple, a sufficient 
answer will be assigned, ii t he excess of the market price of gold 
above- its mint price shall be found to continue, notwithstanding 
the permanent restoration of the balance of trade to its accus- 
tomed preponderancy in our favour. In the mean time, we 
should be glad to sec the fact itself, of which the origin and 
cause are thus anxiously sought, perspicuously stated under its 
most necessary distinctions arid limitations. It may perhaps be 
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former .continents, of which they are the ruins. The consoli- 
dation or these compound substances is asserted to have been ef- 
fected by subterraneous heat ; and we are to imagine the expan- 
sive power of the same irresistible agent to have since elevatdS* 
sttata from the bottom of the sea, and to have given them the 
various inclinations to the horizon, which they now exhibit 
Those substances which are unstratilied, (as metallic veins, gra- 
nite, whmstone, &c.) owe their origin to perfect fusion ; where- 
as, the stratified bodes have been, in general, only softened by 
aeat, or penetrated by melted matter. In the same manner as 
1 le Present cont,nent s w ere fosmed from the disintegration and 
corrosion of prior rocks, so are they supposed to be gradually 
grnng back their materials to the sea, from which new continents 
t0 em erge, manifesting a series of changes similar 

Grand, simple, and original as is the view which this system 
presents, it cannot boast of being exempt from many forcible ob- 

iP accor T d > n g 1 y. drawn forth formidable opponents; 
and De Luc, Kir wan, Werner, with other eminent mineralogists! 
have headed the sect of the Neptumsts. , and proposed an hypothe- 
sis wholly at variance with the leading positions both of the Vul- 
can, sts, and of the Huttonians. Let us see with what success Mr. 
rlaytair vindicates the doctrines of the latter. 

The very basis of this theory depends upon a postulate, that 
flight well be supposed to startle a sober inquirer, viz. the sup- 
position of a perpetual central heat, capable of melting limestone 
by its intensity, ,1 of elevating continents by its expansion, 
?sow, this beat, Mr. 1 layfair confesses, cannot be maintained, 
either by combustion, by friction, by the absorption of the solar 
rays, or by any of the other causes from which heat is known 
to be derived : but of heat in such circumstances we have no 
experience ; and it seems to be an evident violation of the first 
rules ol philosophizing, to assume its existence for the explication 
ol any phenomena. Heat, generated and supported without 
combustion, and at a distance from all the other sources from 
which heat is found to proceed, is a substance with which we 
have no acquaintance, and which we cannot admit to exist, mere- 
ly because such a supposition would enable us to account for cer- 
tain appearances. There would be nothing so easy, as to find an 
adequate cause for any phenomenon whatsoever, if we were only 
permitted to prove its existence by that of the phenomenon in 
question : and, if we were allowed to suppose an inexhaustible 
heat, m a situation where our experience tells us that no heat 
could be either generated or maintained, it will not be easy to 
shew why we should refuse to believe, that a dragon eats up the 
moon m an eciipse, or that the tides are occasioned by the gills 
of a leviathan at the pole. 6 
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